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One of the more controversial Christmas gifts of last year was a new Tax
Reform Act that tax specialists say is
every bit as sweeping in its changes as
the reform of 1954—and perhaps even
more so. The signing into law of the
reform bill, coming as late in the year
as it did, imposed a sudden sharp pressure on the Firm's tax specialists to digest the new provisions, to try to foresee the likely interpretations of less
clearly defined features, to anticipate
the most immediate impact of the act
on clients and the Firm, and to explain
the whole package to clients and staff
alike.
It was a frantic end-of-year time for
our tax people, a complicated interplay
of logistics and coordination that
starred the Executive Office and Washington Office tax departments in the
role of battle commanders rallying to
hold the front. It was a campaign
they had trained for since last summer.
Formulation of the battle strategy
began in August when the House of
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Representatives passed a bill calling for
changes in the nation's tax system. As
the bill began to move through Senate
hearings, H&S staffers kept close
watch. After the Senate Finance Committee reported the bill in early December, work was started on drafting a
special issue of the Haskins & Sells Tax
News which would be a cogent summary of the new legislation. Jim Ristau
and Jack O'Keefe, principals in the
Executive Office, did the major work
on this report, with help from Frank
Carolan, a tax principal in the Philadelphia Office, and Rick McDowell, a
Washington Office senior. Congressional discussion of the bill was com-

pleted and a joint House-Senate report
issued December 23. "Now we knew
what changes we had to make," recalled Milt Kupfer, partner who has
responsibility for overall coordination
and direction of H&S tax work. "We
had a week to work with the final report while we waited for the President
to sign the law. When he did, on December 30, we immediately sent the
Tax News to the printer."
Easier said than done. The Washington Office, which is in daily contact
with the government, necessarily had a
key role in getting the word. In a
three-day span following passage of the
act, ten anxious practice offices had already been on the phone trying to find
out in advance the positions the new
law would take on such matters as capital gains and bank operations.
Monday to Wednesday following
Senate passage of the bill was "very
hectic," said Clay Chandler, tax partner in the capital. The bill was signed
on Tuesday morning and then came the

job of getting copies of the new law,
which were scarce at that point. Rick
McDowell, however, managed to get
two copies in separate visits to the
House and Senate Document rooms.
He left one with the office and then
boarded a plane to New York with the
other, the last of three trips he made to
the Executive Office in December on
business concerning the tax act. Tax
principal Jim Hinkle sent other staffers
on the rounds of sources, where they
each managed to get one copy of the
new law per visit, for a total of ten that
were urgently needed by the Firm.
With the Tax News summary of the
Tax Reform Act going out immediately
to clients and staff personnel, the next
job was to communicate in more detail
some of the ramifications of the sweeping new legislation. This was resolved,
first, by a series of two-day seminars for
tax specialists held in January in nine
cities, and, second, by similar seminars
for clients presented by a number of
the practice offices. In all of these the
air turned blue with queries on "carrybacks," "exceptions," "disqualified distributions" and "restrictions." These
meetings, although organized on short
notice, were an unqualified success, not
only from the standpoint of explaining
the tax changes but also as evidence of
the Firm's concern for its clients.
Of course the Tax Reform Act of
1969 created a special situation that
put a hard, bright spotlight on our tax
specialists. But—albeit accelerated to
the nth degree—the activity involved
effectively demonstrated the day-today work of tax specialists: confrontation, question-and-answer, interpretation. The goal is to obtain the best tax
treatment for the client within the
framework of the law. Because the

code cannot be specific on every nuance that may be encountered by a
client in a particular financial situation,
a lot of time is sometimes required for
checking and double checking problem
areas before we can advise the client of
his alternatives.
The most important member of the
H&S tax team is the specialist in the
practice office, who is in direct contact
with clients and local government representatives. Aiding him in his work
and in his training are the Executive
Office, where policies are set and information is pooled, and the Washington
Office, the Firm's liaison with Internal
Revenue Service officials.
"To the extent that we prepare tax
returns we like to take a position of initiative for client service, always ready
with suggestions," Milt Kupfer explained. "Essentially we offer four basic
kinds of services in tax practice. Where
we put the emphasis is on planning—
taking the long range view in service to
the client." An important kind of planning, for instance, begins when a client
mentions he is going to acquire another company. It is then the tax specialist's job to try to anticipate the client's particular needs and what he
wants to accomplish, and fit these goals
into the most advantageous tax framework. "What we like to do," Milt elaborated, "is some groundwork even if
the client hasn't got around to specifically asking for help yet. It depends on
the closeness of the client relationship,
but we ought to take some initiative.
"The other services we perform are
more immediate," he continued. "We
prepare tax returns. We review income
tax liabilities in financial statements.
We help out when the Internal Revenue Service shows up to examine

someone's return; obviously, if we've
done our job right, the Service ought to
be satisfied."
The Executive Office tax staff does
not directly serve clients in the normal
sense. According to Milt, "We like to
think of the practice offices as our clients." The Executive Office provides
overall coordination and direction. This
includes developing our tax manual;
publishing the International Tax and
Business Service, the Tax News and
other materials that keep practice offices and clients up to date on tax developments; assignments and transfers
of tax specialists, and training. The Executive Office staff includes four international tax specialists, headed by
partner Hugh Garnett. They have the
particularly complicated job of tying
together the ever-changing tax rules of
foreign governments with our own Internal Revenue Code as they apply to
client investments abroad.
The three-man Washington tax staff
is primarily concerned with seeking the
views of government officials on queries
that pour in from practice offices across
the country. The department averages
six phone calls a day on these questions. For a six-month period ending
November 30, records showed the office had processed 328 "non-ruling"
type (informal) questions—either based
on IRS opinions or on previous experience—as well as a number of rulings—
in which the IRS formally writes its
opinion on the tax results of a particular
transaction. Still in process were other
informal questions and requests for
rulings.
Clay Chandler says he sits in "the
most interesting tax seat in the Firm,"
the vantage point for discussion of a
wide variety of questions coming in
from the practice offices. A visitor one
day would have heard on the amplifier
connected to the phone on his desk this
question from one of our offices:
A corporation is going to acquire another corporation through a stock for
stock reorganization. The prospects are
so unsettled, however, that they would
like to issue only 25 per cent of the
stock at this time and 75 per cent in the
next three years upon the happening of
certain contingencies. Can they get a
ruling?
Clay told them that the government
would not rule in this situation but that
a ruling could be obtained if a combination of contingent and escrowed
stock were used. In addition, the use of
escrowed stock would reduce the
amount of imputed interest that would
apply in this transaction. A reorganiza-

tion ruling takes about four months
unless the Service runs into some problems. Most rulings take anywhere from
two to six months to issue.
"Sometimes ruling requests will include fifteen questions for which we request specific answers, but generally
they're three to eight," Clay said. "We
will normally get at least one call from
the Service asking for specific or additional information or additional representations." This extra data will be
obtained from the practice office or client. "Ordinarily if the answer is going
to be unfavorable, we will hear about
it in advance. We automatically request
a conference with the National Office
(IRS) if they can't give the rulings we
desire."
If a conference is held, "we attempt
to show them the error of their ways,"
Clay said puckishly. "They hardly ever
say no at the conference. They indicate
they aren't convinced but will give it
additional consideration." However,
the right kind of ruling for H&S and the
client can sometimes be obtained by
giving the IRS more details clarifying
the client's particular situation and justifying his desires. "We generally will
withdraw our queries rather than have
an adverse ruling come down."
"The people down there (at IRS) are
not trying to deny requests," Clay
stressed. "They're trying to avoid pitfalls. It's an insurance policy, that's
what a ruling is. Rut it's an insurance
policy from the U.S. government."
However, most questions from the
practice offices do not call for rulings.
Instead, they can be handled through
informal discussions with National Office officials or quickly resolved by the
Washington Office's records of similar
questions and answers. Some concern
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procedure, but most are targeted to get
authoritative viewpoints on questions
in which the Internal Revenue Code
can be interpreted in more than one
way . . . And there are a large number
of these "gray areas'? in the Code, as
Milt and Clay both affirm. These informal conferences were severely restricted about a year and a half ago
because of a government economy
drive that cut down on IRS personnel.
Just the same, Jim Hinkle, who has
been with the Washington Office tax
staff for five years, is on friendly enough
terms with the government specialists
that he generally can go to the fortresslike IRS building and find a friend who
will chat with him informally about a
practice office question. The IRS's reticence has diminished in the last six
months, Clay noted, to some extent because Service people also benefit from
them in terms of "keeping current."
Clay thinks the best tax training in
the Firm is offered in the Washington
Office, just because so many different
questions of varying complexity are
dealt with. Recause of this unique
makeup, in past years a number of tax
principals and partners from practice
offices have gone to Washington for
eight-week training sessions designed
to give them a closeup look at the
Washington methodology. "Some of
the better tax men around the country
are alumni of this program," Clay
points out. The summer sessions were
suspended when the IRS made itself
less available for non-essential parleys,
but the Firm hopes to reinstitute this
training program soon.
The nucleus of the Firm's tax training program is the summer course for
new tax specialists held annually at the
University of Illinois. This program has

been phenomenally successful. Don
Skadden, professor of accounting at the
university and the coordinator of the
program, reported at the start of 1970
that seventy requests were already in
from practice offices. Total enrollment
was thirty-five in 1968, the first year of
the course, and fifty-five in 1969. "Offices that sent one or two students before are now asking to send three or
four," Skadden noted happily.
This is very gratifying news to Milt
Kupfer, who is always trying to figure
out ways to attract more accountants
into tax work. Milt keeps an ear open
for any indication of interest in taxes by
young accountants. Such a preference
is often expressed during an interview
on campus, and a career in taxes thus
started immediately with appropriate
audit experience along the way. However, this interest may be recognized
at any time during a staff accountant's
career. If this occurs, the course at the
University of Illinois is made to order
to give the help needed to accelerate a
change. Certainly the abilities which
make for a good auditor largely parallel
those that make for a good tax specialist. For the accountant who has a feel
for tax work, the audit can be the
source of insights that may not be as
readily apparent to another accountant.
Working on an audit presents an ideal
opportunity in which to spot situations
that indicate a client may be moving
in the wrong direction as far as his tax
setup is concerned. Ry spotting such a
trend the accountant hopefully can offer a beneficial suggestion.
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